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KEY ECONOMIC INDICATORS 
(in millions of U.S. dollars) 


1989 
Domestic Economy 
Population (millions) 3-5 
National population growth (%) * 0.5 
Per capita national income 6,280 
GDP (current prices, 1985=100) 33,964 
GDP growth rate (%) 5-0 
GNP (current prices, 1985=100) 29,648 
GNP growth rate (%) 4.25 
Consumer price index % change 4.0 


Production and Employment 
Labor force (1,000s) 
Unemployment (December, Seas. Adjust.) 
Industrial production (% increase) 
Government oper. deficit as % of GNP 
(Exchequer borrowing requirement) 


Balance of Payments 
Exports (FOB) 
Imports (CIF) 
Trade balance 
Current account balance 
Gross public sector foreign debt 
Debt-service cost (foreign interest 
& principal payments) 
Debt-service ratio % of merchand. exp. 
Foreign exchange reserves (year end) 
(Official external reserves) 
Average exchange rate for year: 
{ir £1 $) 


QI 1.78 
($1.00 = Ir £) QI 0.56 


United States Trade 

U.S. exports to Ireland (FAS) 2,801 3,013 
U.S. imports from Ireland (CIF) 1,637 1,951 
Trade balance 1,164 1,062 
U.S. share of Irish exports ($%) 6.1 6.8 
U.S. share of Irish imports (%) 12.4 12.0 


Principal United States exports (Jan-Oct 1990): office machinery and computer 
equipment ($631 million), electrical machinery, apparatus & appliances ($281 million). 
Principal United States imports (Jan-Oct 1990): chemicals ($138 million), office 


machinery & computer equipment ($136 million), electrical machinery & apparatus ($100 
million). 
* 


Figures do not take into account net out migration of an estimated 30,000 persons 
annually. 


Sources: 


Central Bank, Central Statistics Office, Economic and Social Research 
Institute 





Summary 


Ireland has a small open economy which is heavily dependent on exports. In 1990, the 
Irish economy recorded real GNP growth of 5.25 percent, based on balanced growth in 
exports (up 6 percent), investment (up 8.25 percent), and consumer spending (up 3 
percent). Less favorable international conditions, including high real interest rates, as 
well as recessions in the United Kingdom and the United States, are expected to cut the 
rate of GNP growth to about 2.25 percent in 1991. 


The negotiation of a three-year national economic pact in January 1991 bodes well for 
Ireland’s economic prospects. The first such pact, the Program for National Recovery 
(PNR) was widely credited with the rapid recovery of the Irish economy beginning in 
1987, after several years of stagnation. The new program, entitled Program for 
Economic and Social Progress (PESP), contains a broad range of economic and social 
initiatives agreed to by representatives of government, employers, unions, and farmers. 
It provides for general wage increases of 10.75 percent over three years, with the 
possibility of up to 3 percent additional increases which can be negotiated locally. The 
PESP also reaffirms government policies with regard to reducing government borrowing 
and the debt/GNP ratio, tax reform, and job creation. 


Unemployment remains a serious problem for the Irish economy. Economic growth over 
the past three years provided for significant job creation, with employment growing an 
estimated 30,000 in the 12 months up to April 1990. This increase in employment 
contributed to a declining unemployment rate through most of 1990. However, that trend 
has started to reverse, due in part to recesssions in the United States and United 
Kingdom, traditional magnets for Irish labor. Emigration to both markets slowed 
considerably in 1990, and some previous emigrants are returning to Ireland. The 
government has projected that an additional 12,000 will be employed during 1991, but 
that is unlikely to offset the growth in the Irish labor force. Consequently, the 


unemployment rate will rise from its already high level of 16.1 percent (seasonally 
adjusted). 


Inflation was moderate in 1990, averaging 3.4 percent for the year. Consumer price 
increases slowed to a level of 2.7 percent late in 1990 and are expected to rise only 
modestly during 1991. Interest rates remained relatively stable in 1990, falling slightly 
in mid-year before rising modestly at the end of the year. Real interest rates in Ireland 
are high by European standards, 2 percent above real interest rates in Germany. Irish 
rates are very sensitive to changes on international markets, due largely to the necessity 
of maintaining the value of the Irish currency in the Exchange Rate Mechanism (ERM) 
of the European Monetary System (EMS). 
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RRENT ECONOMIC SITUATION AND TRENDS IN IRELAND 


National Pacts Set Economic Policies: The Irish economy has recorded strong steady 
growth over the past four years, based on favorable international developments and 
improving domestic conditions. The economic recovery began in 1987, with the 
negotiation of a three-year national economic pact by representatives of the government, 
employers, unions, and farmers. That program, entitled the Program for National 
Recovery (PNR) is generally credited with creating the conditions necessary for bringing 
government spending and the national debt under control, and for providing a climate 
conducive to economic growth. Goals established in the PNR for reducing the 
government’s budget deficit, lowering inflation and interest rates, and fostering job 
creation were all met or exceeded. In 1990, Ireland had one of the lowest inflation rates 
in Europe. Its budget deficit had fallen to only 2 percent of GNP (from 13 percent in 
1986), and real GNP grew by about 5.25 percent. 


The PNR expired at the end of 1990 and has been replaced by a new three-year 
agreement entitled the Program for Economic and Social Progress (PESP). Like its 
predecessor, PESP sets goals for further reduction of budget deficits and the debt/GNP 
ratio, lays out plans for broad economic and social objectives, including tax reform, and 
establishes a schedule of wage increases for the next three years. In the program, the 


government commits itself to reduction of the national debt to about 100 percent of GNP 
by 1993 (from 120 percent at the end of 1990). This reduction will require continued 
constraints on government spending and a further reduction of the budget deficit. Under 
the PESP, wages are set to increase by 4 percent in 1991, 3 percent in 1992, and 3.75 
percent in 1993. In addition, negotiations between employers and unions at the local 
level may result in an additional wage increase of up to 3 percent in the second year of 
the program. The PESP was approved unanimously by the Federation of Irish Employers 
(FIE) and by a substantial majority in the Irish Congress of Trade Unions (ICTU). 
Business and union leaders have cited reductions in industrial disputes, enhanced 
productivity, and predictability of labor supply as some of the major benefits of national 
agreements. However, the performance of the Irish economy under the PESP will 
depend on international developments as much as on domestic policy formulation. 


Coalition Government: The coalition government formed in June 1989 continues to 
function effectively on economic issues, despite predictable tensions between the small 
Progressive Democrats party and the much larger Fianna Fail party of Prime Minister 
Charles Haughey. Commitment to greater European economic integration, tax reform, 
and greater market orientation continue to be key factors in government policy. 





S 


The government’s 1991 budget continued a trend of modest reductions in personal income 
tax, the standard and highest rates being cut by 1 percent, to 29 and 52 percent 
respectively, Additional cuts are expected in future budgets as the government pursues 
its goal of reducing the standard rate to 25 percent by 1993 and establishing a single 
higher rate. The 1991 budget also contained changes in the value added tax (VAT) 
designed to move the Irish system closer to the emerging harmonized tax system of the 
European Community (EC). The standard VAT rate was cut from 23 to 21 percent, 
while lower VAT rates on some products were raised. Analysts expect the government 


to lower the standard VAT rate to 17 or 18 percent in preparation for the single European 
market of 1993. 


Government efforts to sell its holdings in commercial entities made little progress in 
1990. Union objections resulted in an unofficial moratorium on such actions. However, 
during negotiations on the PESP, the government agreed with unions on general 
principles to guide future privatization efforts. The government is now expected to sell 
all of its shares in the British and Irish Steampacket Company and 55 percent of Irish 
Sugar during the first half of 1991. The partial privatization of Irish Life Assurance 
Company will probably take place later in the year. Analysts expect additional sales of 
state holdings if these initial efforts are successful and if market conditions are favorable. 


Fiscal Consolidation: In recent years the government made significant progress in 
improving its fiscal position through constraints on spending, improved revenue 
collections and a growing economy. The budget deficit in 1990 was only 2 percent of 
GNP, compared with a deficit of over 13 percent in 1986. Likewise, Ireland’s debt as 
a percentage of GNP has been reduced from nearly 150 percent in 1987 to about 120 
percent at the end of 1990. Government plans call for modest progress in 1991, with the 
budget deficit expected to fall to 1.9 percent of GNP and the debt/GNP ratio expected to 
fall to 100 percent by 1993. Ireland’s external debt in 1990 was $14,696 million, or 39 
percent of GNP. 


Foreign Trade - Uneven Performance: Irish exports performed well in volume terms in 
1990, despite the recession in the United Kingdom, its main foreign market, and a sharp 
drop in exports of agricultural products. Overall export volume rose by 6 percent, but 
agricultural exports recorded a 10 percent decline. Beef exports were hit particularly 
hard by the loss of markets in Libya, Iran, and Iraq. Industrial exports rose by 8.5 
percent, despite looming recessions in the United Kingdom and the United States. These 
impressive gains were largely offset by lower prices for Irish products abroad. The 
volume of imports rose by 6.5 percent in 1990, while import prices fell by 5 percent 
during the year. Ireland’s trade balance fell to $3 billion in 1990, but the current account 
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surplus grew to $ 1,079 million (3 percent of GNP), due in part to a significant increase 
in net receipts from services. In 1991, exports and imports are projected to increase by 
4.5 percent. Ireland’s trade balance should remain relatively stable in 1991, but its 
current account balance is expected to fall to $801 million, or about 2 percent of GNP. 


Consumer Spending: The volume of consumer spending in 1990 grew by about 3 
percent, with strong contributions from car sales and other consumer durables. Spending 
was spurred by strong growth in personal disposable income, a result of increased 
employment and tax reductions initiated by the government. Consumer spending should 
increase at about 2.5 percent in 1991. 


Investment Provides Stimulus: Overall investment spending in 1990 grew by 8.25 
percent, with strong performance by building and construction (up 8 percent) and 
purchases of machinery and equipment (up 8.5 percent). The latter category grew 
primarily on the strength of purchases by the export sector, while investment in building 
and construction was spread evenly between business and residential sectors. Investment 
spending is expected to grow by only 1 percent in 1991, reflecting slower growth in the 
export sector and continued high interest rates. 


The Irish Government welcomes foreign investment and offers a number of investment 
incentives to foreign companies. One notable incentive is a 10 percent corporate tax rate 
for qualifying industries. This attractive tax rate has been guaranteed through the year 
2010. Twenty-one additional foreign companies announced new investments in Ireland 
in 1990 totalling about $173 million, with eventual employment of 5,600 people. Sixteen 
of these are U.S. companies, investing approximately $94 million. 


Monetary and Exchange Rate Policy: The primary focus of Irish monetary and exchange 
rate policy is to maintain a strong and stable currency in the European Monetary System 
(EMS). While the German Mark is the primary link for the Irish currency, the 
government also makes an effort to maintain a stable exchange rate with the United 
Kingdom, Ireland’s largest trading partner. Early in 1990, the Irish pound (shown as Ir 
£ and frequently referred to as the punt) appreciated significantly against the British 
pound. However, those gains were largely reversed when the United Kingdom joined the 
EMS in October 1990. 


Inflation and Interest Rates: Inflation was moderate during 1990, averaging 3.4 percent 
for the year. The annual rate as measured by the consumer price index fell as low as 2.7 
percent during the fourth quarter. Moderate wage increases under the new national 
economic program and reductions in income and value-added (VAT) taxes should assure 
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continued low inflation in 1991, at about 3 percent. Interest rates also remained stable 
in 1990. The Central Bank’s base rate started the year at 12 percent, declining 
moderately in mid-year before rising again at the end of the year. Irish rates are very 
sensitive to changes on international markets, due largely to the necessity of maintaining 
the value of the Irish currency in the ERM. 


Unemployment Remains High: Ireland’s unemployment rate remains stubbornly high, 
despite impressive gains in job creation. Employment grew by about 30,000 during the 
12 months to April 1990. However, the continued growth of the Irish labor force, 
reduced emigration, and slower growth in the economy have all contributed to an increase 
in unemployment, particularly in early 1991. In January 1991, seasonally adjusted 
unemployment was 16.1 percent. 


Energy: In 1989, Ireland was dependent on imported sources for about 67.5 percent of 
its energy needs. In recent years, there has been a shift from oil to coal as an energy 
source for electricity generation, and indigenous supplies of natural gas are increasingly 
popular for residential and industrial uses. In 1989, oil accounted for 42.5 percent of 
primary energy consumption, followed by coal at 25 percent, peat at 14.5 percent, natural 
gas at 16 percent, and hydro/geothermal energy at 2 percent. There is significant natural 
gas production from an area off the southern coast of Ireland, near the city of Cork. 
Production there is being carefully managed to extend the life of the field. The recently 
discovered natural gas field (the Ballycotton field) in the same area is of modest 
proportions. Agreement has been reached for the inter-connection of Irish and United 
Kingdom natural gas supply systems, assuring continued supply to consumers in Ireland 
regardless of domestic production. The inter-connection system is targeted for 
completion in 1993 when supplies will start coming on-shore. 


Ireland and the European Community (EC): As a member of the EC since 1973, Ireland 
is a full participant in efforts to create a single European market and to establish an 
economic and monetary union. Significant progress has been made on reducing trade 
barriers within the Community and on harmonizing indirect taxes. While Ireland is 
supportive of further integration in the EC, the Irish Government has consistently pointed 
out the special needs and problems which integration may present for peripheral and less 
developed regions. 


Ireland benefits considerably from EC policies in agricultural and regional development. 
In 1990, transfers to Ireland from the EC’s Common Agricultural Policy (CAP) were 
equivalent to almost 6 percent of GNP. Consequently, the Irish Government is opposed 
to many of the proposals for reform of the CAP being considered by the EC. Under the 
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EC’s regional development programs, Ireland will receive about Ir £3 billion in 
"structural funds" over five years. The funds are being used primarily for infrastructure 
projects, including roads, port and airport facilities, and telecommunications. However, 
some funds are also being used for education, training, and employment programs, 
indigenous energy development, and energy diversification. 


IMPLICATIONS FOR THE UNITED STATES 


The United States and Ireland enjoy very good economic and commercial relations. The 
large number of U.S. companies with operations in Ireland and the small, but growing 
number of Irish companies with U.S. investments ensure growth in bilateral trade. In 
1990, U.S. exports to Ireland (f.a.s. basis) amounted to $3 billion, an increase of about 
8 percent on 1989 figures. Irish exports to the United States (c.i.f. basis) grew by 19 
percent to $1.95 billion. The United States has traditionally had a trade surplus with 
Ireland, due primarily to the purchases of U.S.-origin raw materials and intermediate 
goods by the many U.S. subsidiaries in Ireland and substantial trade in agricultural 
products. In 1990, the U.S. trade surplus was about $1.1 billion in comparison with $1.2 
billion in 1989. Given the general favorable outlook for the Irish economy and, in 
particular, the operations of U.S. subsidiaries in Ireland, U.S. exports should continue 


to grow in 1991, providing excellent marketing opportunities for American suppliers and 
manufacturers. 


American companies have established 357 subsidiaries in Ireland spanning a complete 
range of activities from manufacturing of high-technology electronics, computer devices, 
medical supplies, and pharmaceuticals to retailing and services. The Irish Government 
actively seeks American firms to invest and develop the economy. According to 
Department of Commerce statistics, the annual return on U.S. investment in Ireland is 
among the highest in the world. Ireland’s main appeal is seen in terms of tax advantages 
offered by the state-sponsored Industrial Development Authority (IDA), a good location 
within the European Community trading area and a large, well-educated labor pool. In 
addition to green-field investment, the IDA is involved with joint ventures and licensing 
arrangements between American and Irish firms. The activities of U.S. subsidiaries, plus 


the American orientation of the Irish, result in the United States having a positive balance 
of trade with Ireland. | 


BEST PROSPECTS: 


U.S. exports to Ireland increased by 8 percent in 1990 to $3 billion. The principal U.S. 
exports to Ireland are electronic components, computers and peripherals, and drugs and 
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pharmaceuticals. These major imports enable the United States to hold 12 percent of 


Ireland’s import market. Export opportunities for U.S. manufacturers exist in a wide 
range of industries in Ireland such as: 


ELECTRONIC COMPONENTS: The electronics sector is Ireland’s biggest manufac- 
turing industry. The presence of the major international computer manufacturing 
subsidiaries creates a lucrative electronic components market, valued at $2.5 billion. 
Average annual growth over the next three years is projected at 20 percent. There is a 
high level of receptivity for U.S. products, valued at $543 million in 1990. The most 


promising market subsectors include integrated circuits, disk drives, printed circuits, and 
semiconductors. 


COMPUTERS AND PERIPHERALS: The Irish computer and peripherals market is 
served by all the major international brands, with many showing volume increases 
between 1988 and 1990. The market is currently estimated at $949 million, with U.S. 
brands holding a substantial share. Projected average annual growth over the next three 
years is 5 percent. The most promising market subsectors include peripherals, 
accessories and parts, complete systems, and laptops. 


DRUGS AND PHARMACEUTICALS: The Irish drugs and pharmaceuticals market is 


valued at $448 million. Projected average annual growth over the next three years is 15 
percent. Local manufacturing is principally research and development based, with most 
firms producing branded drugs. There are a number of firms producing only generic 
products. Gross output is about $886 million, of which approximately 97 percent is 
exported. The industry is dominated in output terms by U.S. manufacturing subsidiaries. 


AIRCRAFT AND PARTS: The Irish aerospace market, valued at $350 million, is 
forecast to grow annually by 20 percent over the next three years. This favorable market 
environment is due to substantial investments in the Irish aerospace industry in 1990. 
First, Shannon Aerospace established a $35 million European aircraft overhaul and 
maintenance facility. Second, an Aer Lingus subsidiary, TEAM, undertook a $61 million 
investment program to establish a maintenance engineering division at Dublin airport. 
Third, PWA International, a joint venture between Pratt and Whitney and Airmotive 
Ireland (another Aer Lingus subsidiary) established a $42 million engine overhaul facility. 


INDUSTRIAL PROCESS CONTROLS: Process control instrumentation is widely used 
in Irish manufacturing industry, particularly the dairy, pharmaceutical, chemical, food 
processing and brewing sectors. The market is currently estimated at $200 million with 
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a projected average annual growth of 5 percent over the next three years. The most 
promising market subsectors include programmable controllers and software, control 
valve systems, pressure gauges, and thermostats. 


CONSTRUCTION EQUIPMENT: Irish construction activity experienced annual growth 
of 10 percent in both 1989 and 1990. The construction equipment market is valued at 
$135 million. Projected average annual growth for the next three years is 20 percent. 
A critical element in construction activity growth is funding from the EC Structural 
Funds, which enables the provision of new or improved physical infrastructure. Between 
1989 and 1993, the Irish Government will spend in the region of $2 billion on 
strengthening Ireland’s transport infrastructure alone, with the EC providing $866 million. 
Export opportunities exist for excavating machinery and construction vehicles. 


MEDICAL EQUIPMENT: The medical equipment market, estimated at $131 million, 
is forecast to grow in real terms by 5 percent over the next three years. Imports actually 
exceed demand as Ireland is used as a distribution point for EC countries. The United 
States dominates the import market with a 38 percent share. Distributors are always 
interested in new and innovative products. The most promising market subsectors include 
medical instruments, disposable medical products, and medical and hospital appliances. 


COMPUTER SOFTWARE AND SERVICES: The Irish software market is valued at 
$120 million. Projected average annual growth over the next three years is 30 percent. 
The software industry in Ireland is export oriented with 76 percent of local production 
being exported. The domestic production base is very strong through substantial foreign 
investment. The United States, with 28 companies, accounts for 75 percent of this invest- 
ment. The most promising market subsectors include financial accounting, banking and 
insurance, engineering, distributive management, materials management, and health 
facility applications. 


PRINTING AND GRAPHIC ARTS EQUIPMENT: The market for printing and graphic 
arts equipment offers growth potential in the long term. There have been high levels of 
capital investment in recent years. The market, valued at $86 million, is forecast to grow 
annually by 4 percent over the next three years. The most promising market subsectors 
include printing press machinery and pre-press equipment and bindery equipment. 


FRANCHISING: Franchising is a growth industry in Ireland with real average annual 
growth projected at 25 percent through 1991. While the Irish market is limited in terms 
of the size of its population, it still is attractive from a franchising viewpoint because of 
the healthy state of the Irish economy. Industry sources consider that Ireland should be 
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viewed in the context of the European Single Market in 1992 rather than only as an Irish 
market. Ireland can serve as a test market and as an entry point into the European-wide 
market of 320 million people. The most promising market subsectors include fast food, 
home improvement and fitting, home cleaning and repair, business/professional services, 
health and beauty, clothes and accessories, convenience retailing, transport, print and 
leisure. 


FINANCIAL SERVICES: The Irish financial services market is comprised of five 
prominent segments: banking, insurance, international financial services, pension funds, 
and investments. The Dublin International Financial Services Center (IFSC) is a center 
designed to attract European-wide financial services firms to Dublin with modern 
facilities, productive work force, and tax advantages. There are 160 companies that have 
qualified and have been approved to operate in this enterprise zone. About 100 
companies are already operating there. Twenty-four percent of committed projects are 
from the United States and Canada, with the United States providing the majority. The 
IFSC offers interested U.S. companies the opportunity to establish an EC financial base 
in advance of 1992. 


BUILDING PRODUCTS: The building products market is in a growth phase reflecting 


the general improvement in Irish construction activity. The market is valued at $2.1 
billion, with market growth forecast to correspond with near-term annual growth 
projections for construction output of 3 percent for the next three years. The market is 
very open to imports, currently 50 percent of total market demand. U.S products have 
consistently held the position of fifth largest supplier to this market in recent years. The 
most promising market subsectors include electrical products, wood and lumber, boards 
and panels, paints and varnishes, floor and wall coverings, carpentry and joinery, and 
heating products. 


HOUSEHOLD CONSUMER GOODS: The Irish household consumer goods market, 
valued at $450 million, is growing parallel to growth in consumer spending, 4 percent 
in 1990 and 3 percent in 1991. Import growth, meanwhile, is projected to be twice the 
market growth rate in the short term because of the decline in domestic production. 
Since 1988, imports have increased their market share from 28 percent to 47 percent. 
U.S. products have 5 percent share of the import market. The most promising market 
subsectors include domestic electrical appliances, plastic housewares, ceramic products, 
hand tools, metallic cookware, and lawn mowers. 


SAFETY AND SECURITY EQUIPMENT: The Irish safety and security equipment 
market, valued at $113 million, is projected to grow by 10 percent over the next three 
years. The market possesses large growth potential, particularly in the security 
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equipment segment as only 10 percent of households in the Greater Dublin area 
(population of 1 million) have security alarms. The most promising market subsectors 
include security equipment, protective apparel, and fire safety equipment. 


OTHER MARKET OPPORTUNITIES: Further export opportunities exist in a number 
of industries such as telecommunications equipment, agricultural machinery and 
equipment, cosmetics and toiletries, toys and games, food processing equipment, hotel 
and restaurant equipment, sporting goods, laboratory and scientific instruments, air 
conditioning and refrigeration equipment, electronics industry production and test 
equipment, pollution control equipment, avionics and ground support equipment, 
automotive parts and service equipment, consumer electronics, audio-visual equipment, 
and chemical production machinery. 


TRADE EXHIBITIONS IN DUBLIN - 1991 


September Accountancy, legal and financial services fair 
September BankQuip 

September IRECHEM, chemicals and pharmaceuticals 
September 22-24 Futura Fair, clothing exhibition 


September 24-26 Plan EXPO, architecture, building and design 
September 29-30 Irish Autumn Fair, hardware, housewares/gifts 
October 4-6 Society of Irish Motor Industry (SIMI) 


TRADE EXHIBITIONS IN DUBLIN - 1992 


January 29-30 Irish Garden and Leisure Fair 
March 11-17 Brighter Homes and DIY Exhibition 
April 26-28 IFEX, international food and drink exhibition 


American exporters and business firms may contact the following persons to obtain 
additional information on exporting to Ireland: 

John Avard Boyce Fitzpatrick 

Senior Commercial Officer Ireland Desk Officer 

Commercial Section Room 3043 

American Embassy, Dublin U.S. Department of Commerce 

42 Elgin Road 14th Street & Constitution Avenue, NW 
Dublin, Ireland Washington, DC 20230 

Tel.: 011-353-1-688-777 Tel.: (202) 377-5401 


* U.S. Government Printing Office : 1991 - 282-906/20051 





